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POSTAL RATE AND FEE CHANGES, 1997 Docket No. R97-1 

NOTICE OF THE UNITED STATES POSTAL SERVICE 
CONCERNING ERRATA TO LIBRARY REFERENCE H-106 WHICH IS 

INCORPORATED BY REFERENCE 
IN THE SUPPLEMENTAL TESTIMONY OF WITNESS SMITH (LISPS-ST-45) 

(November 21,1997) 

The United States Postal Service hereby files these errata to USPS Library 

Reference H-106, which is incorporated by reference in the supplemental testimony of 

witness Smith, USPS-ST-45 

LR-H-106 provides base year and test year mail processing unit costs (or 

“benchmark costs”) by cost pool for many or most First-Class, Periodicals, and , 

Standard Mail (A and B) subclasses or CRA categories. H-106 is the tsource for the 

First-Class bulk metered letter benchmark. It provides costs used by witnesses 

Hatfield, USPS-T-25, Seckar, USPS-T-26, and Daniel, USPS-T-29 in developing 

proportional and fixed adjustments of model costs to the CRA level. It also provides 

inputs used by witness Daniel in calculating the First-Class Mail nonstandard surcharge 

costs (USPS-T-43). 

The reason for these errata is straightforward. The shapelpres’ort adjustment 

calculations shown in pages VI-3 to VI-7 of LR-H-106, as tiled on July 10, 1997, were 

based on a preliminary version of the LR-H-126 mail mix adjustment, which was 

superseded by the final version of LR-H-126, tiled on July IO, 1997. The revision to 

pages VI-3 to VI-7 of LR-H-106 filed today now incorporates the final l-R-H-126 version 

of the mail mix adjustment. 



The H-106 shape/presort adjustment reapportions the test year costs by shape 

and presort level to reflect the changes occurring between the base year and test year, 

which are accounted for by the mail mix adjustment (see pages VI-3 to VI-7 of LR-H- 

106). Thisadjustment applies to First-Class Mail presort and Standard Mail (A) 

categories, and it is these categories for which there are cost revisions, or errata. 

The principal impact of using final H-126 results, rather than preliminary H-126 

results, is to negate an error embedded in the application of the preliminary H-126 

results regarding First-Class presort parcels. This error had led to the calculation of a 

significant reduction in the First-Class presort parcels labor costs between the base 

year and test year. When the correct data are used, test-year First-Class presort 

parcels unit cost rises from 21.96 to 37.89 cents per piece.’ The impact of this latter 

errata is discussed in the response of witness Daniel to NDMSIUSPS-ST43-18, filed 

November 20, 1997. Because this corrected input is a minor input in her calculation of 

nonstandard surcharge costs, it has a minor impact on her estimated costs. 

Apart from First-Class presort parcels costs, the incorporation of final H-126 

results into H-106 lead to de minim& revisions in the test year unit costs for First-Class 

presort and Standard A letters, flats, parcels and cards. The revisions, for these 

categories have been highlighted on revised H-106 pages h-5, 11-7, 111-5, and IV-5. 

which are attached. All changes to H-106 are indicated by shading the affected 

portions of each revised page. 

A diskette containing all revised H-106 calculations (in a spreadsheet entitled 

“CSTSHAPE.XLS”) is also being filed today with the Commission and supersedes the 

original diskette copy of H-106 calculations. 

’ Compare original H-106 page IV-5 (bottom of 1st Pr. NCarr-Rt column) to 
revised H-l 06 page IV-5 



Respectfully submitted, 

UNITED STATES POSTAL SSERVICE 

By its attorneys: 

Daniel J. Foucheaux. Jr. 
Chief Counsel, Ratemaking 

475 L’Enfant Plaza West, S.W. 
Washington, D.C. 20260-I 137 
Tel: (202) 268-2998 I FAX: x5402 
November 21,1997 
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Page II-8 
Revised 11121197 

Explanations of the Calculations on Page II-7 

Columns 1 and 2 are from LR-H-146, Part III, 

Column 3 is C2/Cl. 

Column 4 is column 1 costs with worksheet adjustments. All costs in column 4 
contain the product of the corresponding cost in column 1 and the Lump Sum 
Adjustment in Line No. 3 on PVI-1. The costs for all categories in iall six BMC 
cost pools or rows are multiplied by the BMC Clocking In & Out ratio (Line 1 of 
PVI-1). Finally all costs in the last row, the Non-MODS cost pool are multiplied 
by the Non-MODS Clocking In & Out ratio (Line 2 of PVI-1). 

Each row of column 5 is the product of the corresponding row of column 4 times 
the First-Class Presort Cards Premium Pay factor from LR-H-77, page 234 and 
the adjustment ratios for each cost pool from page VI-2. 

To get column 6, the costs in column 5 are multiplied by the ratio of test year 
mail processing labor costs for First-Class presort cards (see witness Patelunas, 
USPS-T-15, USPS-15A) to the column 5 total, to inflate these costs to the test 
year. This ratio is 51799/36568=1.417. 

Column 7 is column 6 times two factors. The first is the respective cost pool 
piggyback factor from page VI-2. The second is the reconciliation factor, 
calculated as follows. The test year mail processing cost of 51,793,OOO is 
multiplied times the mail processing piggyback factor of 1.536 (LR-H-77, page 
41) to obtain the reconciliation target, The reconciliation factor is !the ratio of this 
amount to the column 7 total with the reconciliation factor set to 1. 

Column 8 is l-C3 times C7 divided by the test year volumes times a Mail Volume 
Mix Adjusment. C9 is C3 times C7 divided by test year volumes alnd also 
multiplied times the Mail Mix Volume Adjustment. Test year volumes are shown 
in the last row and are from witness Tolley, USPS-T-6, USPS-GA. The mail mix 
volume adjustment is calculated by using the shares of mail processing labor 
costs for non-carrier route presort and carrier presort, afler the mail volume mix 
adjustment which are .989448 and .010552 respectively. These are based on 
LR-H-126, page 11-6. Setting the mail mix volume adjustment equal to 1, the 
shares for non-carrier route presort and carrier route presort are computed. This 
is the share without the adjustment. The ratio of the adjustment factor for both 
C8 and C9 is the ratio of its mail mix share divided by the share without the mail 
mix adjustment. 
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Revised 1 l/21/97 

Page VI-3 

First-Class Presort Letters and Flats 
Shape/Presort Adjustment to Reflect the Mail Mix Adjustment 

(1) 
Mail Mix 
Costs for 

FY97 

(2) (3) (4) (5) 
Perct. of Pre-Test Perct. of Shape/Presort 
Costs from Year Costs Costs from Adjustment 
Mail Mix Pre-Test Ratios 

Year 

Sources: LR-H-126, From Cl Pll-4 
Pll-5, c3 Pill-4 

~~~~~~~~;i~ PIV-4 

From C3 C2lC4 

Note: These calculations performed in spreadsheet CSTSHAPE.XLS on sheet “PremPay” in range D31 to L54. 



Revised 11121/97 

Page VI-4 

Standard A Non-Carrier Route Presort 
Shape/Presort Adjustment to Reflect the Mail Mix Adjustment 

(1) 
Mail Mix 
Costs for 

FY97 

(2) (3) (4) (5) 
Perct. of Pre-Test Perct. of Shape/Presort 
Costs from Year Costs Costs from Adjustment 
Mail Mix Pre-Test Ratios 

Year 

Sources: LR-H-126, 
Pll-7. c3 

From Cl Pll-4 
Pill-4 
PIV-4 

From C3 c2Jc4 

Note: These calculations performed in spreadsheet CSTSHAPE.XLS on sheet “PremPay” in range D31 to L54. 



Revised it12tl97 

Page VI-5 

Standard A Enhanced Canter Route Presort 
Shape/Presort Adjustment to Reflect the Mail Mix Adjustment 

(1) 
Mail Mix 
Costs for 

FY97 

(2) (3) (4) (5) 
Perct. of Pre-Test Perct. of Shape/Presort 
Costs from Year Costs Costs from Adjustmelnt 
Mail Mix Pre-Test Ratios 

Year 

Sources: LR-H-126, From Cl PI-4 From C3 c2lc4 
Pll-6, c3 Pill-4 

~~~~~~~~~~~ PIV-4 

Note: These calculations performed in spreadsheet CSTSHAPE.XLS on sheet “PremPay” in range D31 to L54. 



Revised 11121/97 

Page VI-6 

Standard A Nonprofit Non-Carrier Route Presort 
Shape/Presort Adjustment to Reflect the Mail Mix Adjustment 

(1) 
Mail Mix 
Costs for 

FY97 

(2) (3) (4) (5) 
Perct. of Pre-Test Perct. of Shape/Presort 
Costs from Year Costs Costs from Adjustment 
Mail Mix Pre-Test Ratios 

Year 

Sources: LR-H-128, From Cl Pll-4 
Pll-9, c3 Pill-4 

~~~~~~~~~~~~ PIV-4 

From C3 c2K4 

Note: These calculations performed in spreadsheet CSTSHAPE.XLS on sheet “PremPay” in range D31 to L54. 



Revised 1 i/21/97 

Page VI-7 

Standard A Nonprofit Enhanced Carrier Route Presort 
Shape/Presort Adjustment to Reflect the Mail Mix Adjustment 

(1) (2) 
Mail Mix Per& of 

(3) 
Pre-Test 

(4) 
Perct. of 

(5) 
Shape/Presort 

Costs for 
FY97 

Costs from Year Costs Costs from Adjustment 
Mail Mix Pre-Test Ratios 

Year 

Letter 
Flat 
Parcel 
Total 

Pll-4 
Pill-4 
PIV-4 

From C3 c2ic4 

Note: These calculations performed in spreadsheet CSTSHAPE.XLS on sheet “PremPay” in range D31 to L54. 
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Revised II/21197 

Page VI-8 

Reconciliation of Mail Processing Unit Costs With Test Year Before Rates Rollforward 

(1) (2) (3) (4) (5) (6) (7) (8) 
Spreadsheet Rcltfcrward Ratio to Mail Proc. Test Year Unreconciled Reconciliation Combined 
Pre-Test Test Year Escalate to Piggyback Labor and Spreadsheet Ratio Rake to 
Year Costs Labor Cost Test Year Factor Piggyback Test Year Escalate to 

costs Labor and Test Year 8 
(Reconciliation Piggyback Reconciliation 
Target) 

4,856,621 49899,428 1.0521 1.567 7,877,502 

1,098,329 I,236653 1.1280 1.804 1.982,973 
79,t 12 83,579 1.0565 1.526 127,518 

449,447 494,810 1 .I009 1.519 751,384 
20,041 21,286 1.0821 1.488 31,864 
27,372 31,882 1.1848 1.588 50,640 

344,652 388,521 1.1273 1.550 602,266 
258,050 308,208 1.1866 1.563 478,698 

1,473,576 1,735,498 1.1777 1.563 2,712.308 
70,382 81,739 1.1814 1.697 138,898 

152,081 172,040 1.1312 1.739 299,196 
64,988 72,398 1.1140 1.758 127,265 

Sum of All Witness C2lCl LR-H-77, C2’C4 
Shapes from Patelunas Page 41 
Pages 114, USPS-T-l 5, 
Ill-4 and IV-4 Exhibit 

USPS-l 5A 

__. 
costs 

7.782.179 

Ratio 

0.98855 1.03799 

1.16137 
302,114 0.99034 1 .I2032 
128,886 0.98742 1.10000 

Unit cost WC6 
times Volumes 
Summed for All 
Shapes from 
Pages 11-5, 
Ill-5 and IV-5 
Before Applying 
Reconciliation 
(Set C7 Equal 

C3’C7 

to 1) 



CERTIFICATE OF SERVICE 

I hereby certify that I have this date served the foregoing document upon all 
participants of record in this proceeding in accordance with section 12 of the Rules of 
Practice. 

W>W!- 
Michael T. Tidwell 

475 L’Enfant Plaza West, S.W. 
Washington, D.C. 20260-I 137 
November 21.1997 


